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MEMORANDUM FOR: Admiral Stansficld Turner, U.S. Navy
Chairman, NFIB

FROM :  Admiral Daniel J. Murphy, US Navy
- Vice Chairman, NFIB

SUBJLCT : Release of "The Soviet Civil Defense
Program'" as Unclassified

1. On 17 March 1977, the National Foreign Intelligence
Board was requested to concur in the releasc of subject
memorandum.

2. The action was referred to an NFIB working group
who concludpd on 24 March as follows: (Sec Attachment A},

3. " We have taken you1 draft (ddtod 16 March 19877) and

marked it to show the working group's proposed revisions. (Att.

&3 8

You will note that no member disagrres with relecasing the
memorandum. USAYF and Army arc observers with no vote.

4. Do you want to discuss this on Monday, 28 Mavch,
with NFIB?

Will discuss with NFIB

Will not discuss with NFIB o
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NFTR Reactions to Unclassiflied Draft,
"The Soviet Civil Defense Progran'

The NFIB reps met yesterday to review the unclassified
draft (USAF did not dttenu). '

There seemed to be serious reservations about releasing an
vnclassitied draft at this time, particularly with Qtdtg, USAF
and Army.  State's rcaction, which scems reasonable, is to delav
the release until Vance has completed his Soviet tzlp. The othoy
reservations arc based in part on release of broad conclusions
based on quick analvsis of fragmentary data.

The major substantive chance was in recard to the shelter . .
statistics extrapolatel tvom the[ . The reps felt 25X1
these data could be misused and didn't add much to public under-
standing of the program. They also felt the language used expressed
the lack of intelligence information currently available on the
shelter issu..

_ I believe that the editorial changes made by the reps would
be acceptable to the Admiral. The change that will probably
bother him appears on pages 5-6 of the draft sent out for co-
ordination. This change principally is the deletion of the
statistics with the onlv number in the revised draft being a
judgment that "a maximum of 7% of the urban population could be
housed . . .in shelters."

The reps would like the revised draft taken up at the NFIB
meeting on Monday.

-~
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Deputy to the DCI
for the Intelligence Community

15 April 1977

-

NOTE FOR: The Dirvrector

Stan: !

It was mentioned by Paul Walsh this
nmorning at the 9 o'clock meeting that INR/
State 1s approaching Vance to get him to
request that you not publish your unclassified
Soviet Civil Defense paper.

You can see from my 25 March memo to
you (attached)’, second page, that State did
have reservations prior to the NFIB on
28 March. But, you will recall that at the
NFIB, the only objections came from General
Tighe and the Air Force. Our records show
no objection from the State Rep at that
meeting.

I personally see no reason why we
shouldn't publish this unclassified document. |
This is a heads-up memo, sSo you can prepare
your response to Vance if and when he brings
it up.

25 S Ve <
T
NS — wugse - ’T" s Cavin B'{,C |
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¢ MEMORANDUM FOR: Mr. Rick Inderfurth
. Special Assistant to the President
. for National Security Affairs

Attached for your information is a copy
of a memorandum prepared in response to a
request from Robert Ginsburg of Stu Eizenstat's
staff.

Admiral, U. S. Navy
Director, Central Intelligence Agency

Date 1 APR 1377

FORM 101 UsSt PREVIOUS
5-75 EDITIONS

P
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MEMORANDUM FOR: The Honorable Stuart L. Eizenstat
* Assistant to the President for Domestic
Affairs and Policy

The attachment was prepared in the Office
of Strategic Research in response to a request
by Robert Ginsburg of your staff. The office
would welcome the opportunity to discuss the
matter further with you. If you wish to do so, :
please contact | | 25X

Please note that Mr. Ginsburg does not have
the clearances necessary for access to memorandum
No. 2 in the attachment.

I am also sending a copy of this response to

Rick Inderfurth at the NS€’§%ffi;£l

STANSFEIELD TURNER
Admiral, U. S. Navy :
Director, Central Intelligence Agency

Date 1 PR 197?

FORM 'ol Ustg PREVIOUS
5«75 EDITIONS
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MEMORANDUM FOR: The Honorable Stuart E. Eizenst
Assistant to the President fo

. Domestic Affairs and Poliey

é Office of
equest by Mr.

R e welcome the opportun
with you. If you wish o do

25%1

"E. H. Knodhe

_ _.fn_De'pu Director of Centryl Intelligence

. Attachments:

As Stated . ..
. R Date

FORM- lug UsE FREVIOUS
§75 EDlTIOﬂs' o
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This folder contains a response to a verbal
request from Robert Ginsburg of the Domestic
Affairs and Policy Staff. Part of the response
is Top Secret Codeword, but Ginsburg has only a
Secret clearance; therefore, we are sending the
package to his supervisor, Mr. Eizenstat, who
has the necessary clearances.
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FROM: NAME, ADDRESS AND PHONE NO. DATE
Deputy Director. for Intelll ence 3 28 77
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DISSEMINATION CONTROL ABBREVIATIONS

NOFORN- Not Releasable to Foreign Nationals
NOCONTRACT- Not Releasable to Contractors or
Contractor/Consultants

PROPIN- Caution-Proprietary Information Involved
USIBONLY- USIB Departments Only
ORCON- - Dissemination and Extraction of Information
“ Controlled by Originator
REL .. .- This Information has been Authorized for
Release to . ..
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CIA Estimates of Soviet Defense Spending

1. The attached three memos were prepared by the
Office of Strategic Research, CIA in response to a
verbal request by Mr. Robert Ginsburg of the Domestic
Affairs and Policy staff. Because of the classification
of Memorandum 2, the package is being sent to Mr. Stuart E.
Eizenstat, Assistant to the President for Domestic Affairs
and Policy, who has the required security clearances.

2. The first memo addresses questions on the indi-
cated paragraphs in a Business Week article in a quote-
comment format and lays out some of the arithmetic.

The second lists the sources of the new ruble price
information. The third memo discusses the effect of
the upward revision of the ruble estimates on some

important intelligence judgments regardlng the Soviet
military effort.
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The agency seriously
miscalculated how defense
tits into Russia’s economy

Through three decades of the cold war,
U.S. policy planners have repeatedly
faced crises in which it was vitally
important to gauge both the size of the
Soviet defense effort and the nature of
its military capabilities. Their security
blanket at such times was the reputation
of a group of Central Intelligence
Agency analysts—including hundreds of
economists—who were presumed to have
an unmatched degree of expertise on
how defense fits into the Soviet econ-
omy.

‘Each of the armed services always
had—and still has—its own intelligence

- estabiishment. But the CiA’s Sovietolo-

gists steadily gained ground st the
expense of other intelligence agencies”
mainly because only the C1a had thc vast
store of data and sheer analytic man-
power needed to integrate jigsaw bits of
information into a ccherent picture of
the war-making capabilities of the
Soviet economy.

For at least a decade, there have been
eritics who argued that the Cia’s model
of the Soviet economy was a hopelessly
complex superstructure that bore little
relation to reality —an example of secret
research gone wild. Yet for years the
sheer weight of the resources devoted to
the c1a’s Soviet project allowed the
ageney to carry the day.

But as Admiral Stansfield Turner—
President Carter’s second nominee for
the sensitive position of Cia director—
approaches his confirmation hearings, a
pall has fallen over the agency’s
presumed Soviet expertise. The CIA's
Soviet picture has now been found to b
incredibly distorted, to an extent far
bevond agency’s admissions thus far.
The hearings. With the Carter Adminis-
tration trying to move beyvond existing
nuclear arms treaties with the Soviet
Uniomn, toward both nuclear and conven-
tional arms reduction, it now appears
that at least four congressional commit-
tees will soon examine the intelligence
communities’ views on Soviet defense.
Some of the most disturbing points
raised will center on the C1a’s economic
analysis.

}"\ the agency’s own admission, it has
senou-.l_\ underestimated the lexel of

Soviet defensg spending. Durj his
May, 1976, pAPér Pné FD e
George Bush, the agency’s dlrector at
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the time, acknowledged that the €Ia’s
current estimate of 50 billion to 35
billion rubles for Soviet defense outlays
in 1975 was “about twice” the agency's
earlier estimate. But throughout the
hearings, the joint subcommittee on
priorities, headed by Senator William
Proxmire (D-Wis.), accepted agency as-
surances that virtually the only erro/
had to do with the Soviet Union's
ciency in producing military hardware,
and not with the guantity or quality
that hardware.

What the cia has not vet disclosed,
however, is that the agency’s earlier esti-
mate of Soviet weapons spending was
far worse than its estimate of overall
Soviet defense spending (chart}. The
current CiA figures for Soviet military
investinent outlays are about 4007% of
their previous level. During the agency’s
congressional presentation in 1974—the
last one prior to the agency’s massive

“.revision of the Soviet figures—William

E~Colby, then cia dlrector told the
Proxmire subcommittee that “expendi-
tures devoted to [military] investment
{procurement of hardware and construc-
tion of facilities] have dropped from
about 40% of total defense expenditures
in 1960 to about 20% in 1972 But the
Cia's current revision says: “Since 1970,
investment outlays have taken about
407%" of total Soviet defense spending.
Thus, the agency has not only doubled
its tolal estimate of Soviet outlays

during-the 18705, i d procure-
mex(t’s Share of that total.

‘he agency’s explanations so far ar

ot adequate to account for the fourfold
increase in the estimated cost of Soviet
weaponry. This creates_a strong pre-
sumption t} thaf the error was not limited
to the €IA's ung erezimlaLLof_wble.prxces
in the Soviet defense sector. Quite possi-
bly; "more fundamental errors ar
involved, such as underestimating)e
quantity or performance capabilities] or

hoth, of Soviet \\‘eap;):ig\itwa.-.

he Sovi ~TFhe current 1A data
also suggest a pattern of Soviet behavior
that is strongly at odds with earlier
views. Until the recent revision of Soviet
defense spending, Cla figures showed a
matked decline in the share of Soviet
gross national product devoted to mili-
tary purposes—to about 6% in the mid-
1970s from about 1277 in the mid-1830s.
The cia now says this military “hurden”
has been flat or declining within the
11% -t0-13"% range between 1970 and

th

&Q“'@%ﬁuc@&ﬁb‘? Igrgure\
previous vears,
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But critics suspect that the agency’s
inability to reconstruct earlier Soviet
defense data reflects methodologicul
problems _that_continue to prud e
underestimates. And some. experts sugr-
PesT UL ThHe Sovier military burdfn has
Actually continued on a steadily rising
Jeourse—to a 1975 6NP share of 115
153% from a 1960 level of 87+ to 9% .’ihls
would mean that the Soviets have befn
placing an increasingly high priority/on

military strength at the very time when
the superpox\ ers were suppr:ie(&yif:her-
Theevid ©1s known about the

reasons for the Cla’s abrupt about-face
in its assessment of the Soviet defense
effort, but BUSINESS WEEK's investization
suggests that two distinct adjustments
were involved.

In late 1974 or early 1975 the Cia's
adamancy began to erode under the
weight .of meunting evidence advanced
aggressively by outside critics and top
officials of competing inteliigence agen-

New proof that Russia
boosted military sponding
while talking déten’a

cies in the State Dept. and the Pentagon.
This evidence included cost data ob-
tained covertly for specific defense
items, including shipbuilding, tiut were
at variance with the cIA’s figures;
unexpected sophistication of Seoviet
weaponry captured by the Israehs dur-
ing the 1973 Mideast war; and state-
ments made to undisclosed official
Soviet bodies by Communist Party
ecretary General Leonid 1. Brezhnev
d by Premier Alexei Kosygin. -
At this point, a joint cia-Defense
ntelligence Agency (DIA) task force was
convened to review all available infor-
mation, including some culled from the
intelligence services of other XATO coun-
tries. The resulting consensus appears to
have_involved a massive up"mdn? of
the _presumed guantity or qualiy of
Soviel Weaponry, Since tHe procustment
share'of total éstimateq Tiitary outlays
was dounled hack 1o The g% —tevel of
19607 X1 the same time, figurcs {or other
outlays were trimmed, so the total
defense figure remained at about 6% of
GNP, with the agency conceding that if a
variety of estimation factors had all
tended toward the low side, the true
figure could range as high as 8% .

The breakthrough. So as matters rested

00}(‘!}{5?{ 0\5x®<3 §e e Cl1a’s assessment for

1se outlays was about 27
‘billion rubles. But by June 18, 1975+~ the
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openiing of the (3A’s annual presentation

to Congress—the agencyApprioved Eor%gleas

the percent of Soviet GNP devoted to the
military were in total disarray, and the _
agency was excused from discussing
thermn. What had happened was that an
analyst from the cta and one from the
DI had wangled permission to “go into
the field” in a long-shot attempt to get
elassified Soviet assessments of their
own defense costs. What they came up
with was irrefutable evidence that the
CiA’s overall figure for 1970 had been
only about half as high as it should have
been.

Even then, according to Lieutenant
General Daniel O. Graham, a former DI
director, it was only through the inter-
cession of former Defense Secretary
James R. Schlesinger that the c14’s scAM
(Soviet Costing Analytic Model) was
finally called to task. “They all wanted
to squelch the evidence,” he says, “and
impugn the credibility. of very good
evidence on what the Soviets consider
their own defense costs to be” But
Schlesinger, an economist and former
Rand Corp. specialist on national secu-
rity, insisted on the review procedure
that ended by certifying the authority of
the covertly obtained documentation. “If
it wasn’t for that,” Graham says, “we'd
still be stuck with the same ridiculous
figures.”

Once certified as trustworthy, the new
evidence, which amounted to an unprece-
‘dented intelligence breakthrough, struck
the cia like a thunderbolt. “I doubt we
could ever have caught this by economic
‘analysis,” one analyst says. But another
agency official reacts defensively: “You
don’t make a change every time you get
a small piece of evidence. If you change
every year, people are going to start
ieriticizing. That’s a bureauneratic norm.”
The question remains, however,
whether the agency’s analysts have any
deeper understanding of Soviet develop-
ments than they did prior to the revi-
sion. BUSINESS WEEK's findings do not
preclude the possibility that agency esti-
mates were, in essence, just doubled
gcross the board to achieve agreement
with the overall defense figure obtained

. by the two analysts who went covert. In

- sther words, ‘the agency may have no

“firmer grasp on the proportions of
Soviet defense costs than it did in 1974,
when it thought procurement accounted
for only 20% of the total. And it may

:1ave no sounder conception of the

. lynamics of Russia’s military burden

. ‘han it did two vears ago, when it said it

i tccounted for nly 6% of Soviet Gxp,

: The civiban sector. This kind of uncer-

- ainty is troubling not only to experts in

" trategic studies but also to thase whose
nterests span the entire Soviet economy.
Fhe whole point. of ‘the
ien” ealculztion is that whatever goes
nto military costs must come out of GNP

i b e
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Even before latest revisions,
their doflzr estimates showed that the Soviet

military etiort was bigger and growing faster than that of the U.S.

" Estimated U.S. cost to —{
duplicale Soviel programsa

= U.5. defense
e ‘outlays

rovédrFof

\ But now, the CIA has drastically increased its estimate

Soviet military outiays
Billions of rubles

And more than 60% of the total 1975

—~ ... of Soviet defense cosis in rubjes
After revision -
Estimated 1975 T

Before revision

e’
LR A o I

the estimate for weapons procurement and construction

Before revision AMer revision

Billions of Billions of Percent
rubles rubles Increase

Research, development, S
testing, and evaluation ....... 9.2........ 100..... e BT%
Troop pay, food, and . . o :
personal equipment ......... 85........ 105........ 23.5%
Replacement, maintenance, . :
and operating costs ......... 43....... 1.0, ..., 155.8%
Weapons procurement and : e
construction of military . P o .
installations .............,.. 5.5., crenee210........281.8%

BOTeEE
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Percent increase

error arose from undershooting
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